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ABSTRACT 

Academic debate on Rwanda has significant thematic gaps, and does not 
usually make use of a theoretically informed comparative framework. 
This article addresses one thematic gap - the distinctive approach of the 
RPF-led regime to political involvement in the private sector of the 
economy. It does so using the framework of a cross-national study which 
aims to distinguish between more and less developmental forms of neo- 
patrimonial politics. The article analyses the RPF’s private business 
operations centred on the holding company known successively as Tri- 
Star Investments and Crystal Ventures Ltd. These operations are shown 
to involve the kind of centralized generation and management of eco¬ 
nomic rents that has distinguished the more developmental regimes of 
Asia and Africa. The operations of the military investment company 
Horizon and of the public-private consortium Rwanda Investment 
Group may be seen in a similar light. With some qualifications, we con¬ 
clude that Rwanda should be seen as a developmental patrimonial state. 


Different African countries attract different kinds of re¬ 
search. Especially since the 1994 genocide, Rwanda has attracted a 
large volume of research relative to its size, with special attention to a 
particular set of topics. Subjects particularly well covered include 
justice and reconciliation, 1 rural poverty and land, 2 power and 
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1. For example, Phil Clark and Zachary D. Kaufman (eds). After Genocide: Transitional 
justice, post-conflict reconstruction and reconciliation in Rwanda and beyond (Hurst, London, 
2008); Scott Straus and Lars Waldorf (eds). Remaking Rwanda: State building and human 
rights after mass violence (University of Wisconsin Press, Madison, WI, 2011), Part III. 

2. An Ansoms, ‘Striving for growth, bypassing the poor: a critical review of Rwanda’s rural 
sector policies’. Journal of Modem African Studies 46, 1 (2008), pp. 1-32; An Ansoms, 
‘Re-engineering rural society: the visions and ambitions of the Rwandan elite’, African Affairs 
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ethnicity, 3 the management of knowledge, 4 political space, 5 and 
Rwanda’s role in the Congo wars. 6 This pattern of interest, understand¬ 
able given the circumstances, has nonetheless resulted in gaps in research 
coverage, including some topics that usually figure prominently in 
country bibliographies: the macro-economy, state-business relations, 
public administration, public services, and political parties. 

For related reasons, Rwanda is often also treated as sui generis. It has 
only occasionally figured in multi-country academic studies focused on 
generic issues of socio-economic or political development. The focus 
tends to be more normative than theoretical, with much emphasis on gov¬ 
ernmental shortcomings in relation to standards of social equity, liberal 
democracy, or human rights. Lately, one concept from the mainstream of 
political and social science - ‘high modernism’ - has become prominent 
in analyses of country policies. This concept is well adapted to supporting 
a critical view but is not especially helpful in thinking about what distin¬ 
guishes the Rwandan regime from relevant comparators. 7 

This article addresses one of the more significant substantive gaps in 
the Rwanda literature, and does so in the context of a cross-national 
comparative study with theory-building ambitions. The focus is on a 
well-known but under-documented aspect of the Rwandan Patriotic 


108, 431 (2009), pp. 289-309; Straus and Waldorf, Remaking Rwanda, Part IV; An Ansoms 
and Stefaan Marysse (eds.), Natural Resources and Local Livelihoods in the Great Lakes Region 
of Africa: A political economy perspective (Palgrave Macmillan, Basingstoke, 2011). 

3. Bert Ingelaere, ‘Peasants, power and ethnicity: a bottom-up perspective on Rwanda’s 
political transition’, African Affairs 109, 435 (2010), pp. 273-92; Marie-Eve Desrosiers and 
Susan Thompson, ‘Rhetorical legacies of leadership: projections of “benevolent leadership” 
in pre- and post-genocide Rwanda’, Journal of Modem African Studies 49, 3 (2011), pp. 429- 
53. 

4. Johan Pottier, Re-Imagining Rwanda: Conflict , survival and disinformation in the late twen¬ 
tieth century (Cambridge University Press, Cambridge, 2002); Filip Reyntjens, ‘Constructing 
the truth, dealing with dissent, domesticating the world: governance in post-genocide 
Rwanda’, African Affairs 110, 438 (2011); Bert Ingelaere, ‘Do we understand life after geno¬ 
cide? Center and periphery in the construction of knowledge in postgenocide Rwanda’, 
African Studies Review 53, 1 (2010), pp. 41-59; Straus and Waldorf, Remaking, Part V. 

5. Danielle Beswick, ‘Managing dissent in a post-genocide environment: the challenge of 
political space in Rwanda’, Development and Change 41, 2 (2010), pp. 225-51; Paul Gready, 
“‘You’re either with us or against us”: civil society and policy making in post-genocide 
Rwanda’, African Affairs 109, 437 (2010), pp. 637—57; Andrea Purdekova, ‘“Even if I am not 
here, there are so many eyes”: surveillance and state reach in Rwanda’, Journal of Modem 
African Studies 49, 3 (2011), pp. 475-97; Straus and Waldorf, Remaking, Part I. 

6. Gerard Prunier, From Genocide to Continental War: The ‘Congolese’ conflict and the crisis of 
contemporary Africa (Hurst, London, 2009); Filip Reyntjens, The Great African War: Congo 
and regional geopolitics, 1996-2006 (Cambridge University Press, Cambridge, 2009). 

7. The term, used by James C. Scott in connection with the excesses of state dirigisme in 
the Soviet Union, Tanzania, and elsewhere, is popular with several contributors to Straus 
and Waldorf, Remaking. However, Scott is unusual among those who work on the role of the 
state in development in his lack of concern about how, in many countries, development chal¬ 
lenges have been overcome with the help of effective state agencies. See James C. Scott, 
Seeing Like a State: How certain schemes to improve the human condition have failed (Yale 
University Press, New Haven, CT, 1998). 
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Front (RPF) as a ruling party: its approach to political involvement in 
the private sector of the economy. Central to this is the relationship 
between the RPF and the private-sector operations of the holding 
company formerly known as Tri-Star Investments and now trading as 
Crystal Ventures Ltd (CVL), in which the RPF owns 100 per cent of 
the equity. 

Our analytical framework derives from research led by Tim Kelsall in 
the Business and Politics stream of the Africa Power and Politics 
Programme (APPP). 8 It draws on a systematic comparison of business- 
politics linkages across a large set of countries and regimes of South-East 
Asia and sub-Saharan Africa. The working hypothesis is that while busi¬ 
ness-politics interactions have neo-patrimonial qualities under most 
regimes - that is, there is a blending of impersonal/bureaucratic and per- 
sonal/clientelistic features - it is important to distinguish between more 
and less developmental forms of neo-patrimonialism. 

The article is structured as follows. First we set out the elements of a 
typological theory which distinguishes what we call ‘developmental patri- 
monialism’ from the modal type of business-politics interaction in 
sub-Saharan Africa. We then situate Rwanda’s historical trajectory as a 
country in relation to the modal pattern. The next two sections advance 
an argument about how present-day Rwanda seems to differ from the 
modal pattern and to approach the developmental patrimonial type, refer¬ 
ring particularly to the relationship between the RPF and Tri-Star/CVL. 
We then expand the discussion to include the roles of the army’s Horizon 
group of companies and a public-private consortium, the Rwanda 
Investment Group (RIG). The article concludes that, with some qualifica¬ 
tions, the concept of developmental patrimonialism captures and helps to 
illuminate some distinctive features of Rwanda’s current political 
economy. 


Developmental patrimonialism in Africa 

In the APPP framework, a country is said to display developmental patri¬ 
monialism when the ruling elite acquires an interest in, and a capability 
for, managing economic rents in a centralized way with a view to enhan¬ 
cing their own and others’ incomes in the long run rather than maximiz¬ 
ing them in the short run. We hypothesize that developmental 
patrimonialism represents a more likely scenario for achieving economic 


8. <http://www.institutions-africa.org> (19 April 2012). 
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transformation 9 and social development than the one suggested by ortho¬ 
dox advocates of‘good governance’. 10 

We also draw on the arguments of Mushtaq Khan about the necessary 
role of central management of rents and other ‘primitive accumulation’ in 
the early stages of capitalist development. 11 Khan’s political economy is 
certainly heterodox, but increasingly he is in good company in this 
respect. 12 If he is right, the elimination of rents - and the superseding of 
patrimonialism - is neither feasible nor desirable until capitalist econ¬ 
omies are far more established than at present in most of sub-Saharan 
Africa. The generation and sharing out of major rents is not only the key 
to social order and political stability, as argued by Douglass North and 
his colleagues; 13 it is also an essential means of financing the learning 
costs involved in the acquisition of technological capabilities by an initial 
generation of domestically owned firms. 14 

Considerable interest therefore attaches to the question of whether and 
under what conditions long-horizon rent centralization becomes both at¬ 
tractive and feasible for a country’s politically dominant groups and indi¬ 
viduals - its political elite. Feasibility, it is assumed, centres upon the 
ability of leaders to impose the necessary disciplines, first within the polit¬ 
ical elite itself and then within key elements of the techno-bureaucracy. 
An important question is what kinds of leaders acquire this sort of ability 
and under what circumstances? 

9. That is, structural change resulting from widespread productivity gains and not just 
accelerated growth, following, among others, K. Y. Amoako, ‘Transforming Africa - start 
now, we can’t wait’, African Business 45, 377 (2011), pp. 24-7; and UN Economic 
Commission for Africa/African Union, Economic Report on Africa 2011: Governing development 
in Africa — the role of the state in economic transformation (UNECA, Addis Ababa, 2011). 

10. Tim Kelsall, ‘Rethinking the relationship between neo-patrimonialism and economic 
development in Africa’, IDS Bulletin 42, 2 (2011), pp. 76—87; Tim Kelsall and David Booth, 
with Diana Cammack and Frederick Golooba-Mutebi, ‘Developmental patrimonialism? 
Questioning the orthodoxy on political governance and economic progress in Africa’ 
(Working Paper 9, Africa Power and Politics Programme, London, 2010); Diana Cammack 
and Tim Kelsall, ‘Developmental patrimonialism? The case of Malawi’ (Working Paper 12, 
Africa Power and Politics Programme, London, 2010). 

11. Mushtaq H. Khan and Jomo K. Sundaram (eds). Rents , Rent-Seeking and Economic 
Development: Theory and evidence from Asia (Cambridge University Press, Cambridge, 2000); 
Mushtaq H. Khan, ‘Governance and growth: history, ideology, and methods of proof in 
Akbar Norman, Kwesi Botchwey, Howard Stein, and Joseph E. Stiglitz (eds.). Good Growth 
and Governance in Africa (Oxford University Press, Oxford, 2012). 

12. See the literature on transformation cited above as well as Justin Lin and Celestin 
Monga, ‘Growth identification and facilitation: the role of the state in the dynamics of struc¬ 
tural change’. Development Policy Review 29, 3 (2011) and Lindsay Whitfield, ‘How countries 
become rich and reduce poverty: a review of heterodox explanations of economic develop¬ 
ment’ (Working Paper 2011: 13, Danish Institute of International Studies, Copenhagen, 
2011 ). 

13. Douglass C. North, John J. Wallis, and Barry R. Weingast, Violence and Social Orders: 
A conceptual framework for interpreting recorded human history (Cambridge University Press, 
Cambridge, 2009). 

14. Khan and Sundaram, Rents , Chapter 1. 
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Most of the instances of developmental patrimonialism identified in a 
survey of regime types in seven resource-poor tropical African countries 
were historical examples. 15 They belonged to the immediate post¬ 
independence era in countries like Cote d’Ivoire (1960-75), Kenya 
(1965-75), and Malawi (1964-78). The mechanisms used by these 
regimes to centralize rent management were varied, but they usually 
entailed a concentration of power around the person of the President or 
other ‘big man’. There was systematic clientelism and informal use of 
state resources, and hence a blurring of the distinction between public 
(state) wealth and the private wealth of the rulers, corresponding to the 
standard definition of neo-patrimonialism. 16 However, as in comparable 
regimes in Asia (such as Indonesia and Malaysia), rents were deployed in 
ways that assisted national development; they did not just serve to enrich 
the big man and his cronies. 

The question obviously arises whether regimes such as those of present- 
day Ethiopia and Rwanda are also to be considered examples of the type. 
For Rwanda, the answer to this question is not completely straightfor¬ 
ward, as blurring of the boundaries between public wealth and the person¬ 
al wealth of members of the ruling group is not a notable feature of the 
model. However, developmental patrimonialism covers a cluster of sub- 
types in which the personalistic element in the centralization of rents is a 
variable. On this understanding, we argue that there are reasons for in¬ 
cluding today’s Rwanda in the category. 17 

The article is based on research carried out in Rwanda between 2007 
and 2011. Fieldwork included 82 semi-structured confidential interviews 
or other personal communications, several repeat interviews, site visits to 
CVF companies, and direct observation of key events, including the 
November 2010 CVL group management meeting. We benefited from 
exceptionally good access to nearly all the key players in the recent history 
of the RPF’s business operations, an advantage that researchers in this 
kind of field have not often enjoyed. We also interviewed disinterested but 
well-positioned observers, and some with reasons to be resentful about 


15. Kelsall, ‘Rethinking’. 

16. Michael Bratton and Nicolas van de Walle, Democratic Experiments in Africa: Regime 
transitions in comparative perspective (Cambridge University Press, Cambridge, 1997), pp. 61- 
96. The prefix ‘neo’ indicates a system which combines patrimonial and legal-rational or 
modern bureaucratic features. In discussing the more developmental subtype, we drop the 
prefix solely for economy of expression. 

17. For comparable work on Ethiopia, see Sarah Vaughan and Mesfin Gebremichael, 
‘Rethinking business and politics in Ethiopia: the role of EFFORT, the Endowment Fund 
for the Rehabilitation of Tigray’ (Research Report 02, Africa Power and Politics Programme, 
London, 2011). 
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RPF business operations or related government decisions. 18 This put us 
in a position to triangulate information from different and potentially con¬ 
flicting formal and informal sources, and make judgements on the 
balance of evidence. In this way, we were able to investigate and validate 
or invalidate many of the claims - from the serious to the completely scur¬ 
rilous - which circulate as Kigali gossip or on the internet. 

Our analysis is focused on two questions. First, what features of the 
RPF-led regime correspond to the model of developmental patrimonial- 
ism, and with what qualifications; and second what does the Rwandan ex¬ 
perience tell us about the general relevance of the model for 
understanding the options facing sub-Saharan Africa today? 

We are aware that any attempt to categorize the regime in Kigali is 
going to be controversial. Interpretations of almost every aspect of 
Rwanda and its history are exceptionally polarized. Even scholarly and 
analytical writings tend to be pigeonholed by their critics as either apolo¬ 
gias for or attacks upon Paul Kagame and the RPF. Compounding the 
problem, Rwandan public policy has been characterized by unnecessary 
secrecy and its inevitable counterpart, unrestrained rumour-spreading. 
One of the effects of this is a remarkably low level of knowledge and 
understanding about some of the topics that concern us, even at quite 
senior levels in government and in the resident international community. 

We do not expect to avoid being caught up in controversy. However, 
we should stress that the theory of developmental patrimonialism is not 
primarily an evaluative exercise but an effort to disentangle the empirical 
dynamics at the heart of different types of African regimes, past and 
present. All of the regimes that appear to us to exemplify the more devel¬ 
opmental form of neo-patrimonialism pose ethically difficult questions 
about trade-offs between liberal freedoms and human rights, on the one 
hand, and development outcomes (and thus other human rights) on the 
other. These issues merit discussion but we firmly believe that such dis¬ 
cussions are only fruitful when they are grounded in a good understand¬ 
ing not just of all the relevant facts but also of systems and linkages. 


Rwanda and the African modal pattern 

As a developing country, Rwanda suffers from a number of quite severe 
disadvantages in addition to its violent political history. Landlocked, 
under-endowed with natural resources other than land and climate, and 
with an exceptionally unfavourable person-land ratio, it continues to be 

18. Interviewees included government and RPF officials (22); directors and managers of 
CVL, Horizon Group, RIG, and parastatal companies (18); other business leaders and staff 
(26); NGO heads, consultants, and journalists (19); and donor agency advisers (6). 
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extremely poor in income and human-development terms. The formal 
sector of the economy is tiny. As a destination for private investment, it is 
geographically ill-placed and lacks compelling attractions. Nonetheless, 
the country’s economic growth in recent years has been impressive, aver¬ 
aging over 8 percent per year in real terms since 2005. 19 While this is 
growth from a low base, it compares favourably with what is being 
achieved by its better-endowed and more favourably located East African 
neighbours. In terms of poverty reduction and human development, a 
huge amount remains to be done, but the latest survey data show income 
poverty falling from 57 to 45 percent between 2005/6 and 2010/11, and 
substantial progress on maternal and child mortality rates. 20 

Some see Rwanda’s recent progress as a good example of the gains from 
applying internationally recognized best practices in economic management 
and governance reform. There is something to this. Rwanda under Kagame 
is in some respects a star pupil of the Washington Consensus. The RPF-led 
government has been strongly committed to the private sector as the engine 
of development. It has recently adopted a good deal of orthodox best- 
practice thinking in its approach to investment promotion. That is, it has 
defined its role as facilitating and enabling private investment, with official 
bodies concentrating on the provision of pure public goods, including policy 
guidelines, information, standards, and regulation. Rwanda was rewarded 
for its strenuous efforts to meet the criteria of the World Bank’s Doing 
Business survey when, in 2010, it was categorized as second-top global im¬ 
prover (after Kazakhstan), reaching a global ranking of 58th out of 183 
countries and a regional ranking of 4th in sub-Saharan Africa. 21 However, 
to emphasize these aspects of the situation would be to miss what is most 
distinctive, interesting, and widely relevant about the Rwandan experience. 
It would capture only one of the features that distinguish the Rwandan case 
from what may be called the African modal pattern. 

In our understanding, the modal pattern in sub-Saharan Africa today is 
one in which ‘rent seeking’ is widespread and uncontrolled, and asso¬ 
ciated with both political and administrative corruption. The pattern may 
be seen as having five interrelated elements. 22 

19. National Institute of Statistics of Rwanda, ‘Gross domestic product and its structure 
by activity’ (NISR, Kigali, March 2011), Table 2A. 

20. Yusuf Murangwa, ‘EDPRS2, EICV3 and DHS4 joint launch: key statistics highlights’ 
(National Institute of Statistics of Rwanda, Kigali, 7 February 2012); Republic of Rwanda, 
Rwanda Demographic and Health Survey 2010: Final report (NISR/Ministry of Health/ICF 
International, Kigali, December 2011. See <http://www.minecofin.gov.rw/node/441> (14 
February 2012). 

21. World Bank and IFC, Doing Business 2011 : Making a difference for entrepreneurs (World 
Bank and International Finance Corporation, Washington, DC, 2010). 

22. See Kelsall, ‘Rethinking’; and for a country illustration, Brian Cooksey and Tim 
Kelsall, ‘The political economy of the investment climate in Tanzania’ (Research Report 01, 
Africa Power and Politics Programme, London, 2011). 
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First, rent extraction is a major source of personal enrichment for the 
political class as a whole as well as for private business. Second, the polit¬ 
ical leadership is either unwilling or unable to deny access to rent-taking 
opportunities by its major supporters, because it is largely by distributing 
such opportunities that it remains in power. Third, policy making is 
driven in part by the exigency of creating rents for allocation to supporters 
and for replenishing the campaign funds of the party in power. Fourth, 
corruption reaches down to the lowest levels of the public service, partly 
because clientelism has become systemic and partly because the political 
class lacks the moral authority to maintain a clean administration. Some 
public servants perform their duties with dedication for idiosyncratic 
reasons but the dominant pattern has become the exploitation of public 
office for private gain. As a consequence, finally, appointments and pro¬ 
motions within the civil service have lost their connection to considera¬ 
tions of merit and effectiveness. 

We would maintain that, historically, Rwanda has displayed all the ele¬ 
ments that, other things being equal, tend to reproduce the African 
modal pattern. If, as we are going to argue, Rwanda today is somewhat 
exceptional it would therefore be a mistake to treat this as an historical in¬ 
evitability. Two sorts of evidence underpin this proposition. 

First, the pre-1994 regimes in Rwanda were characterized by all or 
most of the features of the African modal pattern. Rwanda’s long history 
as a state means that, in Pierre Englebert’s terms, there is a high degree of 
‘state legitimacy’, 23 which contributed to aspects of governmental effect¬ 
iveness then as it does today. The introduction of multi-partyism came 
only at the end of the 1973-94 Habyarimana regime and helped to desta¬ 
bilize it. Before that there was a one-party state under which clientelistic 
rent seeking was generalized, competitive, and disorganized. Businesses 
needed ‘godfathers’ within the administration or the military, and through 
this mechanism the small business sector financed politics. 24 The Akazu, 
the apex of the clientelist system, was a powerful network close to but not 
effectively controlled by the President. 23 

Second, there have been repeated indications since 1994 that many 
actors in the RPF-led political system, not to speak of opposition ele¬ 
ments abroad, would have found it both easy and desirable to resume the 


23. Pierre Englebert, State Legitimacy and Development in Africa (Lynne Rienner, Boulder, 
CO, 2000). 

24. Interviews with elderly and middle-aged Rwandan businessmen, Kigali, 11 March 
2009 and 8 November 2010. 

25. Uvin, Aiding Violence ; Gerard Prunier, The Rwanda Crisis: History of a genocide 
(Fountain Publishers, Kampala, 1999); Frederick Golooba-Mutebi, ‘Collapse, war and re¬ 
construction in Rwanda: an analytical narrative on state-making’ (Working Paper 2, Crisis 
States Research Centre, London, 2008). 
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practices established under the former regime. Kagame’s rather austere 
sense of public duty and strait-laced line on corruption are not to every¬ 
one’s taste. Some, at least, of the early defections from the RPF govern¬ 
ment may be best explained in these terms. Of course, the question why 
former allies of Kagame eventually fell out with him and went into oppos¬ 
ition or exile is controversial. The murkiness surrounding what was the 
eventual fate of some of these people, Hutu moderates and RPF originals 
alike, 26 does not help in reaching a clear position on the matter. No 
doubt, each case was specific, and in most of them more than one issue 
was at stake. Nonetheless, a plausible suggestion about some of the prom¬ 
inent early defectors is that they were eager for a more ‘flexible’ approach, 
permitting greater scope for using public funds to buy the political 
support of key players, ‘the working methods of the old regime’. 27 

Even some of the more recent high-level defections are attributed by 
some observers to an underlying discontent with the rigours of leadership 
discipline under Kagame. The arrangements described below, in which 
politically generated opportunities for profit are comprehensively institu¬ 
tionalized and centralized, are seen as a little too austere. The arrests and 
court judgements that follow even minor infractions seem to many to be 
unduly severe, even if it is also true that offences are often pardoned and 
reputations restored quite swiftly. 28 All of this tends to confirm that 
Rwanda could well have gone, and could still go, the way of the African 
modal pattern. 

From the moment when Kagame secured his leadership of the RPF and 
the government in 2000, the system in Rwanda has distanced itself from 
the African modal pattern on each of the five points listed above. We argue 
that the key to this is a set of arrangements for managing economic rents in 
a centralized way and deploying them with a view to the long term. This 
has several dimensions, involving the relationships between private busi¬ 
nesses and the government on the one hand, and the army and the ruling 
RPF on the other. In the next two sections of the article, we focus on the 
most directly political of these relationships: the RPF’s own business 
operations. 


26. See especially Prunier, Continental War, chapters 1—2, and Joseph Sebarenzi, God 
Sleeps in Rwanda: A personal journey of transformation (Oneworld Publications, Oxford, 2009). 

27. The source of this suggestion is no doubt Kagame himself, but that does not necessar¬ 
ily mean it is wrong or just self-serving. It is discussed in Stephen Kinzer, A Thousand Hills: 
Rwanda’s rebirth and the man who dreamed it (Wiley, Oboken, NJ, 2008), Chapter 13, and 
also in Rosen, ‘Rising’, where the direct source is the Ugandan journalist and publisher 
Andrew Mwenda. These are sympathetic but not uncritical commentators on Kagame’s 
Rwanda. 

28. Interviews, male senior government adviser, and middle-aged businessman, Kigali, 12 
December 2009 and 23 February 2010. 
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Management of economic rents: the Tri-Star dimension 

A key element in the centralization of rent management is the role in the 
economy of the private holding company Tri-Star Investments/CVL, 
which is fully owned by the RPF. 29 Tri-Star grew out of the Production 
Unit maintained by the rebel army during the war of 1990-4. Its initial 
funding came from political contributions to the war effort by supporters, 
as part of a wider effort to attract people with business experience and 
capital from the Rwandan diaspora. 30 Within a few years of the RPF’s ac¬ 
cession to power, companies owned wholly or mainly by Tri-Star were in 
metals trading, road construction, housing estates, building materials, 
fruit processing, mobile telephony, and printing, as well as furniture 
imports and security services. 

In each of these fields, the Tri-Star subsidiary was initially the largest 
domestic firm, if not the largest investor in what was an extremely limited 
and depleted private sector. 31 Today, CVL has a 50 percent stake or 
more in 11 companies operating in Rwanda. 32 Most of these are the 
leading national company in their sector. With one exception, the compe¬ 
tition they face comes primarily from either regional (usually Kenyan) or 
international (including notably Chinese) firms. In addition to this core 
portfolio, CVL has a minority stake in several joint ventures in Rwanda. 33 


29. Until recently, the firm’s website rather confusingly named three individuals as ‘share¬ 
holders’: John Mirenge, James Gateera, and Faustin Mbundu. However, the legal position is 
that these three are RPF members with significant business experience who act as trustees 
on behalf of the party. Currently, the website states that CVL ‘is wholly owned by Rwandan 
business people who pooled resources together to meet challenges of economic recovery 
and take advantage of growth opportunities in a virgin environment’. See 
<http://crystalventuresltd.com/index.php> (24 March 2011; 25 February 2012). Both these 
formulas reflect the sensitivity surrounding the idea of a governing political party being a 
substantial private entrepreneur, not the real situation. Interviews, male senior journalist; 
male CVL executive; male government minister; and male senior government figure: Kigali, 
20 February and 8 November 2010, 17 February and 22 April 2011. 

30. Interviews, male senior security official; male senior journalist; male former CVL ex¬ 
ecutive; and male CVL executive: Kigali, 11 March 2009 and 20 February, 9 March, and 8 
November 2010. 

31. Ibid. Interview, middle-aged businessman, Kigali, 23 February 2010. 

32. Inyange Industries (water, dairy, and fruit processing), Intersec Security (private secur¬ 
ity services), Bourbon Coffee (coffee shops), Mutara Enterprises (furniture imports). 
Graphic Print Solutions (print and design). Media Systems Group (media services), 
NPD-COTRACO (roads and civil works), Real Contractors (housing estates), CVL 
Developers (real estate), Ruliba Clays and East African Granite Industries (building materi¬ 
als). The last two firms are controlled through a 50/50 joint venture with the Rwanda Social 
Security Board called Building Materials Industries Ltd. <http://crystalventuresltd.com/ 
index.php> (25 February 2012) and personal communication from CVL chief executive 
officer, John Bosco Birungi, 20 February 2012. See also The Independent , Rwanda: 
Remembering the liberation struggle (The Independent Publications, Kigali, 2012), pp. 64-95. 

33. These are MTN Rwanda (mobile phones), 20 percent; Mount Meru-Soyco (cooking 
oil processing - a plant to be commissioned in July 2013), 20 percent; Rwanda Investment 
Group (see discussion below), 10 percent; and Ultimate Concepts (Kigali Convention 
Centre project), 20 percent. Some additional joint ventures have been registered recently. 
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Outside the country, it owns a chain of coffee shops in the USA and 
UK, 34 and an air charter company registered in South Africa. 33 

The scale of the operation is substantial in relation to the national 
economy. In 2009, the group’s turnover, referring to majority sharehold¬ 
ings only, was about US$35 million. In this restricted sense profits were 
around US$7 million after the payment of US$0.8 million in taxes. With 
the contributions from minority shareholdings, including in the Rwanda 
branch of the mobile phone company MTN, turnover was US$167 
million, post-tax profits US$47 million, and taxes paid US$24 million. 
While the majority-owned CVL firms represented well under 1 percent of 
Rwanda’s US$5.3 billion GDP, the whole group represented over 3 
percent, a significant proportion given the limited size of the formal 
sector as a whole. 36 The taxes paid by the larger group were equivalent to 
around 9 percent of all direct taxes paid in the fiscal year 2009/10. 37 

As discussed later, the management systems of Tri-Star/CVL have 
changed and improved over time, but there have been two constants: 
RPF ownership and a private-sector legal status. The holding company 
has been governed throughout by a board of directors nominated by the 
RPF leadership and managed by an executive chair or chief executive 
officer. Profits from the operations of the subsidiaries have been taxed 
and then either reinvested or returned as dividends to the RPF. 38 The 
central relationship is between two formal organizations with their own 
corporate identities and rules. 

We would argue that this arrangement is accurately described as a 
system for centralizing economic rents. We leave for later the question of 
what forms of ‘rent’ are included in Tri-Star/CVL earnings and the sig¬ 
nificance of this for the development of the Rwandan economy. In this 
section, we assume the element of rent is significant and focus on how 
the rent-centralization mechanism helps to shape the wider political 
economy, setting the Rwandan situation apart from all the five features 
that define the African modal pattern. 


including CARCO (between Petroland Turkey and the CVL subsidiary NPD-COTRACO 
for commercial concrete production), NPD holding 50 percent (CEO John Bosco Birungi, 
20 February 2012). 

34. Bourbon Coffee now has outlets in Washington, DC, Cambridge, MA, and London 
(. Independent , Rwanda , pp. 84-7). 

35. Independent , Rwanda , pp. 84-87; <http://kigalipost.wordpress.com/2010/05/28/ 
s-affica-based-luxury-jets-owned-by-rpf-nshuti/> (26 February 2011). 

36. Extract from CVL 2009 accounts provided by CEO John Bosco Birungi, 20 November 
2010. The same source gave the group’s employment as over 5,000, of which 3,500 are clas¬ 
sified as permanent. 

37. Calculated from NISR, ‘Gross domestic product’ and Rwanda Revenue Authority, 
‘Annual activity report for 2009/10’ (Kigali, 2010). 

38. Interview, male CVL director, Kigali, 11 November 2010. The accounts are ‘heavily 
audited’. Interview, male senior journalist, Kigali, 20 February 2010. 
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In the modal pattern, rent extraction is a major source of personal en¬ 
richment for the political class as a whole. In the current Rwandan pattern, 
this is not the case: Tri-Star/CVL profits accrue to the RPF corporately. 

At the beginning, Tri-Star companies were concerned exclusively with 
responding to the acute material shortages that characterized the immedi¬ 
ate post-war situation, using RPF financial reserves to import goods and 
even pay civil servants’ salaries. 39 In this phase, the party was ‘sponsoring 
the government’; 40 financial returns were hardly an issue. As the Rwandan 
economy recovered from its deep post-genocide depression, however, the 
Tri-Star/CVL firms became profitable. Benefits then flowed back to the 
RPF in the form of dividends, at which point they became subject to the 
decisions of the RPF’s national executive committee. 41 What the party did 
with these funds has not been researched by us and is probably not re- 
searchable. However, the important point is that there is no evidence of 
direct profit taking by individual politicians or military leaders. 

For example, the most controversial form of rent extraction in which 
the new Rwandan elite was involved for a period, namely wartime miner¬ 
als trading out of Congo, was in part in the hands of a Tri-Star subsidiary, 
Rwanda Metals. The holding company records indicate that Rwanda 
Metals did contribute to the corporate balance sheet of Tri-Star, although 
profits were not large, especially by comparison with the MTN invest¬ 
ments discussed below. 42 Because of the international outcry about ex¬ 
ploitation of Congolese natural resources, Rwanda Metals was sold off to 
a Botswana-based firm soon after the effective end of the war in 2002. We 
do not have any data with which to assess whether Congo minerals 
trading made any individuals rich in Rwanda. However, if it did, Tri-Star 
was not the channel through which it happened. 

In the African modal pattern, the political leadership maintains itself in 
power by distributing rent opportunities to its major supporters. At least 
since 2000, this has not been the pattern in Rwanda. In the terms used 
by Bruce Bueno de Mesquita and his co-authors, the political system of 
the country has a moderately large ‘selectorate’ (enfranchised citizens) 
and a smaller winning coalition (the subset of selectors whose support is 
decisive to the retention of power by the incumbents). 43 More crudely, it 
is not at present the votes of the general population that keep the 


39. Interview, male former CVL executive, Kigali, 9 March 2010. 

40. Interview, male government minister, Kigali, 17 February 2010. 

41. Ibid. Interviews, male senior security official; male senior journalist; and middle-aged 
businessman: Kigali, 11 March 2009, 20 February and 8 March 2010. 

42. Interviews, male former CVL executive, and male CVL executive, Kigali, 9 March and 
8 November 2010. 

43. Bruce Bueno de Mesquita, Alastair Smith, Randolph M. Siverson, and James 
D. Morrow, The Logic of Political Survival (MIT Press, Cambridge, MA, 2003). 


Downloaded from https://academic.oup.com/afraf/article-abstract/111/444/379/152698 by Kwame Nkrumah University of Science and Technology user on 28 March 2019 


DEVELOPMENTAL PATRIMONIALISM? THE CASE OF RWANDA 


391 


incumbents in power. Under these conditions, the theory - which applies 
equally to regimes that are formally democratic or authoritarian - predicts 
a leadership preference for providing private goods selectively to members 
of the coalition, as the cheapest and most reliable means of political sur¬ 
vival. 44 Contrary to the theory, the RPF and its allies are gambling on the 
‘expensive’ option of building support on a broad base by demonstrating 
an ability to provide more and better public goods. 45 

In Rwanda since 2000, policy has been driven rather exclusively by the 
view that economic and social development - underpinned by adequate 
provision of essential public goods by the state - is the only feasible route 
to overcoming the ethnic divisions and violent conflicts of the past. This 
is formally articulated in a document called ‘Rwanda Vision 2020’. 
Moreover, contrary to what happens with equivalent documents in most 
countries of the region, this is a real point of reference for ministers and 
civil servants. 46 The assumption underlying the vision is that, if economic 
and social progress occurs fast enough, a new generation will emerge who 
are capable of fully assuming their national identity as Rwandans rather 
than privileging what divided them in the past. Many critics of the regime 
see this as naive and argue that reconciliation needs to be attended to in a 
more direct fashion. 47 But in so doing they also confirm that this is 
indeed the vision that drives policy. 

In the African modal pattern, policy making is driven away from a 
public-goods focus by the need to create rents to allocate to supporters 
and more generally to finance politics. One of the things that enable the 
Rwandan regime to deviate from this pattern is the role played by Tri-Star/ 
CVL. The RPF’s running costs and campaign funding needs are met in 
the first instance by party member contributions, but these are able to be 
supplemented by distributed profits from the holding company. This has 
the side-effect of removing the pressure on the ruling party to raise political 
funds by methods that involve fraud, kickbacks, or other corruption. 48 

44. Bueno de Mesquita, Logic, Chapter 3. 

45. One key element in the RPF’s power base, the armed forces, is no doubt well provided 
for corporately, as the theory would predict. However, even at the height of the interventions 
in Congo, individual military officers were under strong pressure not to acquire material ben¬ 
efits personally, in sharp contrast to the case of Uganda. This is based on interviews with 
senior DRC field commanders from both countries conducted by Frederick 
Golooba-Mutebi during the mid-2000s and reported in part in ‘The Uganda People’s 
Defence Forces in the context of its predecessor armies: continuity and change’ (Draft 
paper, Makerere Institute of Social Research, Kampala, 2010). 

46. This finding is based in part on direct observation by Frederick Golooba-Mutebi of 
several Annual National Dialogue sessions and the testimony provided to him by participants 
in ministerial retreats. 

47. Straus and Waldorf, Remaking , pp. 3-21; Filip Reyntjens, ‘Rwanda, ten years on: from 
genocide to dictatorship’, African Affairs 103, 411 (2004), pp. 177—210. 

48. Interviews, male government minister; male senior journalist; and male CVL subsid¬ 
iary manager: Kigali, 17 February, 20 February, and 23 February 2010. 
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Readers who approach Rwandan reality from the angle of democratic 
ideals may well find it unfair that an already dominant political party can 
finance its activities in this way. 49 However, in the analytical and com¬ 
parative perspective we adopt, the contrast with the way incumbents nor¬ 
mally exploit their position to sustain themselves in power is the more 
significant feature. 

In the modal pattern, corruption has become systemic. In contrast, 
according to most surveys corruption is quite uncommon in Rwanda’s 
public service at any level, and corruption with impunity is largely 
absent. 50 ‘The least corrupt country I have worked in’ was the character¬ 
ization offered by one experienced ‘Africa hand’ now in business in 
Kigali. 51 The explanations are to be found at two levels. First, alleged cor¬ 
ruption at high levels has been vigorously suppressed at regular intervals 
and this has shaped expectations most of the way down the chain of the 
public administration. Second, the RPF/Tri-Star link has made high-level 
political corruption unnecessary, which has given Kagame and his imme¬ 
diate circle the necessary moral authority to enforce a zero tolerance 
policy. 

Finally, the combination of factors noted above has enabled the civil 
service to follow a pattern that differs from the one observed in recent 
years in most other countries of the region. It was necessary and possible 
after 1994 to reconstruct the Rwandan civil administration from scratch. 
Former civil servants were rehired, but ministries received a good deal of 
fresh staffing, much of it drawn from returnees from the diaspora and, in¬ 
creasingly, recent products of the National University or universities in 
Uganda and other countries. The resulting civil service is exceptionally 
youthful and there has been much learning on the job. In this context, re¬ 
cruitment and promotion decisions are able to be based to a large extent 
on merit and effectiveness. In addition, administrators are motivated and 
disciplined by an unusually effective form of performance-based contract¬ 
ing linked to the neo-traditional practice called imihigo. 52 

In at least five ways, then, Rwanda deviates from the African modal 
pattern. Our contention has been that this is partly explained by the way 

49. Parties which get at least 5 percent of the popular vote are entitled to modest govern¬ 
ment funding as members of the Forum of Political Parties. President Kagame is said to be 
opposed to more substantial state funding for parties on the grounds that it would stimulate 
the formation of‘fake’ parties. Interview, male senior journalist, Kigali, 20 February 2010. 

50. The East African Bribery Index for 2010 found incidents in Rwanda to be ‘negligible’ - 
78 bribery experiences out of 4,350 interactions. <http://www.transparency.org/news_room/ 
latest_news/press_releases_nc/2010/2010_07_22_ti_kenya_eabi> November 2011); also 
Transparency Rwanda ASBL, ‘Rwanda Bribery Index 2010’ (Kigali, 2010). 

51. Interview, male senior international businessman, Kigali, 12 March 2009. 

52. Theoretically inspired by an oathing ceremony performed by warriors at the royal court 
during the pre-colonial kingdom, the institution gets its force from the unusual level of 
backing, monitoring, and enforcement applied to it from the President’s office downwards. 


Downloaded from https://academic.oup.com/afraf/article-abstract/111/444/379/152698 by Kwame Nkrumah University of Science and Technology user on 28 March 2019 


DEVELOPMENTAL PATRIMONIALISM? THE CASE OF RWANDA 


393 


rent management is effectively centralized though the RPF/Tri-Star link. 
To complete this part of the argument, consider what evidence would 
compel us to reject our claim about centralization of rent management in 
Rwanda. It would have to be rejected, obviously, if we were to find one 
instance or more of personal rent capture by a leading or middle-ranking 
politician which was not effectively sanctioned. For example, if a minister 
or other prominent public figure were to go unpunished after undertaking 
a large-scale scam at the expense of the state, we could not maintain the 
hypothesis that rent management was centralized. 

For Kenya, Uganda, or Tanzania, it would be possible to cite many 
such instances. 53 We would maintain that there are no such cases in 
Rwanda. In Kigali, new appointees to permanent secretary or parastatal 
management positions are teased with the question ‘Have you got your 
pink [i.e. convict’s] uniform ready?’ 54 Numerous examples may be cited 
where the mere suspicion of financial wrongdoing has been sufficient to 
prompt immediate and effective sanctions, legal and otherwise. Among 
the prominent individuals affected are several who were not known to be 
in any other respect in dispute with the leadership and, in that sense, can¬ 
didates for victimization. 55 

The ‘Rwanda Briefing’ document which has circulated widely on the 
Internet under the names of four prominent exiles makes the argument 
that Kagame sets very high standards of integrity for those who serve 
under him, but does not live by the same rules. 56 The document alleges 
that the President is ‘responsible for financial impropriety and theft of 
public resources on a grand scale’. However, the route by which it reaches 
this conclusion does not inspire confidence. It rests partly on non-credible 
claims about how Tri-Star/CVL is managed 57 and partly on concerns 
about Tri-Star/CVL’s relationship with the rest of the private sector that 

53. See, for example, Cooksey and Kelsall, ‘Tanzania’. 

54. Interview, male former senior journalist, Kigali, 13 December 2007. 

55. Important friends of the RPF in the business community who have fallen foul of the 
regime’s stringency on financial legalities include Rwanda’s top tycoon, Tribert Rujugiro, 
who was removed from the National Executive Committee of the RPF when the UK and 
South African authorities questioned his tax status; and Alfred Kalisa, who was Tri-Star’s 
senior operator in the banking sector until he was jailed for a period over the issuing of un¬ 
secured loans. Interviews, male senior journalist, and middle-aged Rwandan businessman, 
Kigali, 20 February and 23 February 2010. 

56. Kayumba Nyamwasa, Patrick Karegeya, Theogene Rudasingwa, and Gerald Gahima, 
‘Rwanda briefing’, August 2010, <http://www.scribd.com/doc/52751143/Rwanda-Briefing- 
by-former-RPF-RDF-members-in-Exile> (26 February 2012), p. 28. 

57. ‘The assets of the RPF are, for all practical purposes, the personal wealth of President 
Kagame. The RPF does not have any committee or body that oversees all of its assets ... 
President Kagame never reports to any of the organs of the RPF on the financial affairs of 
the RPF’s business enterprises’ (Nyamwasa, ‘Briefing’, p. 26). General Nyamwasa, one of 
the four people named as authors of the document, served for four years as an RPF 
nominee on the Tri-Star/CVL board of directors and in that capacity was a co-signatory to 
its accounts (Interview, male senior government figure, Kigali, 22 April 2011). He is 
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are widely shared, as discussed next, but have nothing to do with 
Kagame’s personal wealth. 


Tri-Star as example of long-horizon rent deployment 

It appears, then, that one of the features distinguishing the Rwandan 
business-politics regime is an effective centralization of control of rents. 
Can we also distinguish the post-2000 Rwanda pattern from the 
equally centralized but short-termist kleptocracy that characterized a 
number of ill-reputed post-colonial African regimes? To what extent 
does it differ, for example, from the pattern in Zimbabwe, where it is 
also the case that the ruling party, ZANU-PF, owns significant private 
businesses? 58 

This is not a question of whether the intentions of the leadership are 
more benevolent or otherwise praiseworthy. The issue may be restricted 
to whether rent management is directed towards the short-term enrich¬ 
ment of members of the political class and its allies, or alternatively 
towards ‘growing the pie’ of the national economy, maximizing opportun¬ 
ities for long-term accumulation. 

We believe the evidence places the RPF-led regime clearly in the 
second category. To some extent, this puts us at odds with a widely held 
view in Kigali, which emphasizes the various ways Tri-Star/CVL compan¬ 
ies have benefited from government decisions and take advantage of their 
dominant position to beat down competitors. This view has been influen¬ 
tial among the country’s international donors, 59 and it is sometimes 
claimed that prospective foreign investors have been put off from coming 
to Rwanda by the knowledge that their potential rivals in the domestic 
market are part of a conglomerate owned by the ruling party. 60 The gov¬ 
ernment itself has become sensitive to the suggestion that the role played 
by the party-owned enterprises is anti-competitive and thus a hindrance 


therefore presumably aware that, as far as Tri-Star/CVL accountability is concerned, these 
comments are misleading. 

58. On which, see Martin Dawson and Tim Kelsall, ‘Anti-developmental patrimonialism 
in Zimbabwe’, Journal of Contemporary African Studies 30, 1 (2012), pp. 49-66. 

59. Some in government see this as primarily a donor concern. Interview, female senior 
civil servant, Kigali, 14 December 2007. 

60. A study of 18 cases of ‘disinvestment’ by foreign or local firms was recently commis¬ 
sioned by the semi-official Private Sector Federation of Rwanda with a view to improving in¬ 
vestor aftercare. The report included a quotation from the US State Department’s Rwanda 
Investment Climate Statement 2010 to the effect that ‘Some private sector firms assert that 
companies in which the government owns shares or have close ties to the government have 
been beneficiary of preferential treatment with regard to access to credit and in tax compli¬ 
ance enforcement.’ However, none of the disinvestment decisions documented by the study 
involved concerns of this type (PSF/FSP, ‘Disinvestment and investor aftercare in Rwanda: 
assessment report’, Kigali, July 2011, p. 10). 
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to the emergence of a healthy private-sector-led economy. However, we 
think this concern is in several respects exaggerated. 

No doubt, the allegations about restrictions on competition have some¬ 
thing in them. The members of the conglomerate certainly gain from 
decisions to buy goods and services from each other. 61 Tri-Star’s financial 
power (a combination of its own resources and its financial credibility as a 
borrower from national banks) does give it a major advantage over 
would-be competitors from the domestic private sector, and this is no 
doubt resented. 62 At various stages, the subsidiaries have been in a pos¬ 
ition to earn monopoly profits, as the CVL website itself concedes. 63 
Unsuccessful private business people in Kigali do sometimes explain their 
troubles by saying that they have been unwilling to bid for contracts 
against Tri-Star affiliates because they cannot believe that the playing field 
will be level. 64 These are all relevant considerations. 

On the other hand, the Tri-Star/CVL firms do not seem to have either 
the overweening market power - after foreign competitors are factored in - 
or the ability to mobilize political leverage that is often attributed to them. 
Now that business is booming across East Africa, most of the CVL subsid¬ 
iaries are facing quite intense competition from regionally or international¬ 
ly owned firms; if they are able to grow, it is because markets are 
expanding. 65 Their managers naturally reject suggestions that government 
purchasing offices or the Rwanda Revenue Authority do them any favours. 
Specific examples and testimony from other sources add credibility to 
these claims. 66 


61. For example, the Bourbon Coffee chain is the biggest user of the milk sachets pro¬ 
duced by Inyange Industries; Intersec is the sole provider of security guards to the building 
sites of NPD-COTRACO and Real Contractors, and GPS provides printing services to 
several ‘sister companies’. Interviews, male CVL subsidiary manager; second male CVL sub¬ 
sidiary manager; male middle-aged businessman; and third CVL subsidiary manager: Kigali, 
23 February, 10 March, and 8 and 11 November 2010. 

62. Interviews, male senior government adviser, and male CVL subsidiary manager, 
Kigali, 12 December 2007 and 23 February 2010. 

63. <http://crystalventuresltd.com/index.php> (21 February 2012). 

64. Interviews, male senior security official; male elderly Rwandan businessman; male 
former civil servant; and male private consultant: Kigali, 11 March and 12 March 2009; 19 
February and 9 March 2010. 

65. Interviews, male mid-range civil servant; middle-aged businessman; male mid-range 
civil servant; and second middle-aged businessman: Kigali, 10 and 11 March 2010, and 8 
November and 8 November 2010. 

66. For example, in 2010 furniture importer Mutara Enterprises had recently lost two 
large contracts (with the parastatal Electrogaz and the Ministry of the East African 
Community) to Zadok Furniture Systems of Kenya (interview, male CVL subsidiary 
manager, 16 November 2010). GPS reckons to win 70 percent and lose 30 percent of 
tenders despite its ultra-modern equipment. Interview, male CVL subsidiary manager, 
Kigali, 11 November 2010. Other examples were provided in interviews with male senior 
civil servant; male CVL subsidiary manager; male regional businessman; and male CVL ex¬ 
ecutive: Kigali, 14 December 2007; 23 February, 12 March, and 8 November 2010. Among 
the 26 non-government, non-Tri-Star private business people we interviewed, a prevalent 
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What distinguishes the conventional view from ours, however, is not so 
much a different view of the facts, but a different interpretative frame¬ 
work. The conventional approach takes a textbook view of competition, 
one that assumes the existence of a fully fledged capitalist economy. 
Following Khan, we believe that the challenge which applies to Rwanda’s 
situation, even today after a decade or more of economic recovery, is not 
that of defending a mature private-enterprise sector against monopoly 
power, but that of getting capitalism started. It is a misreading of eco¬ 
nomic history to treat these challenges as the same. 

For foreign firms, there are many more significant disincentives to in¬ 
vestment in Rwanda than the possibility of unfair competition from the 
biggest of the local firms. They include the implications of small domestic 
market size for any investments in import substitution; the barriers to 
export production created by the country’s landlocked status; land, 
power, and transport issues; and the comparatively limited opportunities 
for quick wins in natural-resource extraction, particularly in comparison 
with Uganda and Tanzania. 67 Crucially, they also involve the risks asso¬ 
ciated with investing in an immature business environment, in which pro¬ 
fessional skills and support services are in short supply. The risks are 
especially large in sectors characterized by major backward and forward 
linkages and externalities, such as commercial horticulture. 68 As for do¬ 
mestic investors, many have only emerged as significant players thanks to 
the initial learning undertaken, and the example provided, by the politic¬ 
ally driven operations of the Tri-Star/CVL companies. 69 As different 
interviewees put it, Tri-Star/CVL has been an ‘ice breaker’ for other firms 
in Rwanda’s formal economy; it has shown the way, ‘preaching by 
example’. As a result, there has been more ‘crowding in’ than ‘crowding 
out’ of other local firms. 70 

Our contention is that Tri-Star/CVL is playing a critical role in getting 
capitalism started in Rwanda. It did so initially with investments that met 
urgent social or political needs and subsequently earned the monopoly 


view was that the UK-trained Rwanda Revenue Authority is so harsh and inflexible that it 
would be unlikely to make concessions to anybody, and least of all to firms in the ‘large tax¬ 
payer’ category. 

67. Interviews, male senior regional journalist; male former CVL executive; and male 
current CVL executive: Kigali, 18 February, 9 March, and 8 November 2010. 

68. PSF/FSP, ‘Disinvestments’; Interviews, male middle-aged businessman; second male 
middle-aged businessman; and female government minister: Kigali, 8 March, 11 March, 
and 10 November 2010. 

69. The demonstration effects are sometimes bolstered with direct technical assistance, as 
in the advice provided by Inyange Industries to its main juice-bottling competitor Uribitso 
Enterprises, and by Bourbon Coffee to novice coffee-shop chains (interviews, male CVL 
subsidiary managers, Kigali, 10 and 11 March 2010). 

70. Interviews, male government minister; male senior security official; and male former 
CVL executive: Kigali, 17 February 2010, 11 March 2011, and 9 March 2010. 
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profits that would have accrued to any first-comer. In several cases, it is 
reasonable to treat the profits made as a return on risk taking and invest¬ 
ments in learning that eventually helped to crowd in other domestic 
players. 

The early ventures included providing housing for returnees and 
private security services for official buildings and installations. 
Investments in basic import substitution followed, such as bottled water 
and basic dairy products. Subsequent investments were in furniture 
imports, mobile telephony, road construction, housing estates, building 
materials, fruit processing, and printing. In most of these fields - most 
strikingly in the cellphone example detailed further on - the Tri-Star sub¬ 
sidiary was at first a pioneer in activities where there was little interest 
from the domestic or (more relevantly, perhaps) the diaspora private 
sector. For some years, the majority of firms were not highly or even mod¬ 
erately profitable and were supported by the RPF primarily for their social 
benefits. Although they operated like private companies, they were run by 
party cadres, some of them with little or no business experience, and were 
probably not very efficient. The introduction of the accounting and 
reporting systems that would allow us to judge efficiency only came 
later. 71 

The management of the Tri-Star/CVL group seems to have gone 
through three distinct phases. In the earliest phase, management styles 
within the group resembled those of the parastatal sector, but over two 
subsequent periods of reform (roughly 2005-8 and 2008 to the present) 
the companies have come to be managed more in accord with the norms 
of private corporate business. 72 Today, according to the CVL CEO, the 
model is that of‘early-stage venture capitalism’. The orientation is towards 
creating firms that are attractive partners for international direct investors, 
not just large players in domestic terms. The company’s board - now con¬ 
sisting largely of RPF members with banking or financial-management 
backgrounds - is determined to raise efficiency and management reporting 
to the necessary standards. 73 

71. Interviews, male CVL executive, and male CVL director, Kigali, 8 November and 11 
November 2010. 

72. Up to 2008 the company was headed by Efraim Turahirwa. In 2008 John Mirenge 
took over as executive chairman. In 2010 the role was divided: Professor Massaneh Nshuti 
became a non-executive chairman of CVL, with John Bosco Birungi as CEO. Turahirwa 
had been finance director of MTN and head of the Commercial Bank of Rwanda. Mirenge 
was recruited from Electrogaz and went on to manage the national airline. Nshuti is a 
former Minister of Commerce and Minister of Finance, while Birungi was hired from a 
US-based financial consultancy. 

73. CVL monthly managers’ meeting, Kigali, 11 November 2010; Interviews, male former 
CVL executive; male CVL executive; middle-aged businessman; male CVL director; and 
male CVL subsidiary manager: Kigali, 9 March, 8 November, 8 November, 11 November, 
and 15 November 2010. 


Downloaded from https://academic.oup.com/afraf/article-abstract/111/444/379/152698 by Kwame Nkrumah University of Science and Technology user on 28 March 2019 


398 


AFRICAN AFFAIRS 


A continuous feature of Tri-Star/CVL operations throughout the three 
periods is that they have been to a greater or lesser extent risky, and in 
several cases involved heavy initial learning costs. 74 Thus, what emerges 
as most significant is the willingness of Tri-Star/CVL to use its financial 
clout to fund investments with high expected social benefits and/or posi¬ 
tive economic externalities, including those associated with venture 
capitalism. 

This interpretation applies clearly to the most important early Tri-Star 
investment, in MTN Rwanda. Tri-Star largely funded the initial establish¬ 
ment of the MTN cellphone network in Rwanda at a time when MTN 
and other global operators found the country’s potential subscriber base 
uninteresting and the government of Rwanda was in no position to take 
the lead financially. The results of this venture were spectacularly success¬ 
ful, leading the MTN parent company to expand its equity share. Not 
long after setting up in Rwanda (July 1998), it went on to establish a 
network in Uganda (October 1998), with Tri-Star as one of the share¬ 
holders. Initially, Tri-Star held approximately 65 percent of the equity in 
the Rwandan operation and MTN South Africa 26 percent, with the gov¬ 
ernment of Rwanda contributing the balance through the then parastatal 
Rwandatel. In the following years, Tri-Star progressively transferred hold¬ 
ings to the South African parent company, reducing its share to 40 
percent by 2007. That year, MTN International assumed majority control 
(55 percent) when Tri-Star sold it a 15 percent stake, anticipating the 
entry into the market of two new providers - Tigo and the now privatized 
Rwandatel. Tri-Star realized 5-10 times its original investments as a 
result of these sales. 75 In October 2011, the remaining 10 percent govern¬ 
ment stake and a further 15 percent Tri-Star (now CVL) holding in 
MTN Rwanda was sold to the parent company, leaving CVL with a 20 
percent stake. 76 

In other words, Tri-Star helped to generate a demonstration effect and 
a learning experience in which one of the beneficiaries was an internation¬ 
al firm. It thereby ensured not only that Rwanda entered the world of 
mobile telephony earlier than it would otherwise have done, but also that 
the network that was established was at least partly owned by domestic 


74. Had the company’s priority been to make large profits in a low-risk business, it would 
have gone into fuel importing and would have retained its early interest in banking after the 
financial sector started to prosper. Interview, male former CVL executive, Kigali, 9 March 
2010. 

75. Interviews, male former CVL executive; middle-aged information technology business¬ 
man; and male CVL executive: Kigali, 12 March 2009, 12 March 2009, and 8 November 
2010; <http://www.engineeringnews.co.za/article/mtn-lifts-stake-in-rwanda-operations-to-55- 
2007-11-22> (26 February 2011). 

76. <http://bikyamasr.com/47832/mtn-boosts-rwanda-shares/> (21 February 2012). 
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capital. There have been spill-over benefits for the wider information and 
communication technology field, with new IT firms being established by 
Rwandan entrepreneurs who cut their teeth negotiating with MTN on 
behalf of the government. 77 

In other sectors, too, the emphasis has been on using financial clout 
to enable local players to undertake the risks and learning associated 
with getting established in competition with international suppliers. 
This is particularly applicable to building and road construction, where 
some international firms, including increasingly Chinese companies, 
have not only experience but a financial capacity that allows them to 
be free of risk-averse Africa-based banks. 78 As experience in Uganda 
confirms, it is hard for local firms to achieve operational competitive¬ 
ness with international and particularly Chinese firms in these sectors 
unless there is some mechanism for financing start-up costs and 
learning-by-doing. 79 

In all of these operations, there is awareness that competitiveness 
does not depend only on having a supportive and patient financial 
backer. Tri-Star firms have had extremely open recruitment policies 
for managers, engineers, and other technical specialists. In a number 
of cases, diaspora professionals have been head-hunted but increasingly 
the firms recruit by means of open advertising within the East 
African region and beyond. They can and do hire globally to meet 
needs in some technical areas. 80 A willingness to hire internationally 
for the sake of creating competitive national firms has been noted as a 
distinguishing feature of regimes that we have elsewhere characterized 
as ‘developmental patrimonialisms’. 81 This would appear to be one of 
the features that distinguish the policies of such regimes from those 
of the African modal pattern, in which ‘jobs for the boys’ and jobs 
for locals take precedence over a given firm’s efficiency and 
competitiveness. 


77. Today, the MTN operation is invariably one of the top two taxpayers in Rwanda. It 
employs 690 directly, only two of whom are expatriates. Indirect employment, including 
dealerships and security guards, is estimated at over 5,000. Interview, middle-aged business¬ 
man, Kigali, 12 March 2009. 

78. Interview, male CVL subsidiary manager, Kigali, 11 March 2010. 

79. David Booth and Frederick Golooba-Mutebi, ‘Aiding economic growth in Africa: the 
political economy of roads reform in Uganda’ (Working Paper 307, Overseas Development 
Institute, London, 2009). 

80. Interviews, male CVL subsidiary manager; second male CVL subsidiary manager; 
male CVL executive; middle-aged businessman; and third CVL subsidiary manager: Kigali, 
23 February, 10 March, 8 November, 8 November, and 11 November 2010. 

81. Kelsall, ‘Rethinking’; also Diana Cammack and Tim Kelsall, ‘Neo-patrimonialism, 
institutions and economic growth: the case of Malawi, 1964—2009’, IDS Bulletin 42, 2 
(2011), pp. 88-96. 
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Horizon and RIG 

What the Tri-Star/CVL experience illustrates is that, in very underdevel¬ 
oped capitalist economies, an incipient private sector may benefit from 
being led from the front and not just facilitated with the provision of a 
business-friendly environment. Other dimensions of the business-politics 
relationship that has emerged in Rwanda are also consistent with that 
principle. They complete the picture on central management and long- 
horizon deployment of economic rents. 

To begin with, the privatization process was more actively supervised 
than has typically been the case within the African modal pattern. At the 
outset (1997-2004) the policy was what one interviewee called ‘all-out 
privatization’ and followed the main principles of the Washington 
Consensus quite closely. But subsequently a number of recently privatized 
firms, including Rwandatel, were taken over and then privatized for a 
second time when the first buyers proved incapable of providing the pro¬ 
mised injections of capital and know-how. More recently, Rwandatel went 
into receivership after Libya’s Lap-Green failed to meet some of the con¬ 
ditions of its purchase, and is to be sold for a third time. Policy makers 
today are more tough-minded about the likely benefits of privatization 
and there is stronger interest in the option of bringing private-sector dis¬ 
cipline into remaining and newly created state-owned companies. 82 

The government has adopted a relatively activist stance in at least two 
other areas. First, it encouraged the army to create an investment arm 
with which to undertake socio-economic projects and create productive 
enterprises. The result was another holding company run on private- 
sector lines, Horizon Group. Second, it brokered the creation of a private 
investment consortium that brought together a group of the richest do¬ 
mestic and diaspora entrepreneurs. The consortium is known as the 
Rwanda Investment Group (RIG). 

Horizon Group’s first venture was a construction company established 
with an initial gift of equipment from the government and a team of mili¬ 
tary engineers seconded from the army. It undertook a series of projects 
for the government, including building irrigation dykes and constructing 
coffee-washing stations, ‘to avoid the Chinese doing everything’. 83 At an 
early stage, it established a cassava-growing operation and a dairy 
(Laiterie Nyabisindu). Subsequently, it moved into comprehensive urban 
site development, first on land bought from the Housing Bank in Kigali 
and later in collaboration with CSS-Zigama, the military’s micro-finance 
initiative. 

82. Interview, former CVL executive, 9 March 2010. 

83. Interview, male Horizon Group executive, Kigali, 15 November 2010. 
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Horizon is now also in pyrethrum processing, 84 as the owner of the 
Sopyrwa plant in Musanze, in the former Ruhengeri Province, which is 
linked to 24 large producer cooperatives in the area. Sopyrwa, created as 
a parastatal in the early 1970s but recently privatized, was close to bank¬ 
ruptcy following the global credit crunch. Horizon was approached with a 
view to a takeover by the former owners, a group of private entrepreneurs, 
in view of the company’s track record in agri-business undertakings. 83 

The operations of Horizon subsidiaries are increasingly diverse. Thus, 
Horizon Logistics is moving into logistical support to Rwandan peace¬ 
keeping forces in a number of locations, taking over from international 
firms. On the other hand. Galaxy Management Systems has recently been 
established to assist the Kigali City Council with street naming and house 
numbering, considered a precondition for efficient taxation. 

Horizon Group is run as a private firm. Its board does not include 
serving military officers, although its CEO was seconded from the army 
following a previous posting with the military bank. However, as with 
Tri-Star, its social and political purposes are important, and according to 
the CEO profitability is no more than a co-equal objective. 86 The group’s 
interest in rural construction arose from the perceived need to restore 
export agriculture to something approaching its previous condition. 
Urban housing was signalled as a vital matter when competition between 
returnees and displaced people for access to the limited housing stock 
became acute in the later 1990s. The intervention in pyrethrum was ne¬ 
cessary to avert the collapse of a privatized parastatal, which would have 
harmed employment and smallholder incomes in the still politically 
fragile north-west. Like Tri-Star, Horizon has a robustly internationalist 
approach to filling skills gaps in its firms, with business efficiency and the 
meeting of strategic social objectives taking precedence over commitments 
to local hiring and capacity development. 87 

The Rwanda Investment Group SA (RIG) is also a holding company 
but of a different character, a public-private partnership. It was created in 
May 2006, at the instigation of President Kagame and in response to the 
difficulty of raising funds for large projects in the absence of a local 
capital market. Currently, it has 41 shareholders, including 31 indivi¬ 
duals, four medium-sized companies, and six institutional investors in¬ 
cluding the Rwanda Development Bank, major insurers, and Crystal 
Ventures Ltd. The initial start-up capital totalled US$25 million. In 
effect, RIG brings together ‘nearly all’ of the richest and best-known 

84. Pyrethrum flowers are the raw material for an organic pesticide. 

85. Interviews, male Horizon Group executive, Kigali, 15 November 2010; male Horizon 
subsidiary manager, Musanze, 18 November 2010. 

86. Interview, male Horizon Group executive, Kigali, 15 November 2010. 

87. Ibid. 
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businesspeople of Rwanda and the diaspora, along with the major public 
financial institutions. 88 At present it operates with a fairly restrictive 
minimum subscription of US$3.6 million, but the intention is to seek 
international partners and in due course float shares publicly. 89 

RIG’s mandate is to raise capital for investments of particular national 
interest without relying on international capital markets or the local 
branches of foreign banks. Social objectives are less prominent than in the 
cases of CVL and Horizon, but the group’s mission is described as a 
form of ‘economic patriotism’. 90 A local public-private partnership 
appeared necessary to the founding members of the consortium at the 
time when the country’s largest cement factory CIMERWA, a Chinese- 
Rwanda government joint venture under the Habyarimana regime, was 
being privatized and needed a substantial capital injection. As a result, 
RIG acquired a 90 percent stake in CIMERWA, with the government of 
Rwanda holding the balance. 91 

RIG subsequently invested heavily in peat mining and methane gas ex¬ 
traction from Lake Kivu (both potential solutions to Rwanda’s acute elec¬ 
tric power shortage). It is in a public-private partnership with the 
government for the establishment of the Kigali Industrial Park and several 
other schemes. 92 These are all initiatives that funding sources with no 
‘patriotic mandate’, or willingness to underwrite risks, might well have 
considered unsuitable. 93 


A developmental neo-patrimonialism? 

It seems, therefore, that the business-politics relationship in Rwanda rests 
upon a centralized management of rents and their utilization in a long- 
horizon perspective. In different ways, the RPF’s holding in Tri-Star/ 
CVL, the army’s involvement in the Horizon Group, and the creation of 
RIG all exemplify and contribute to this pattern. In other words, the 
Rwanda case complies with the main features of the developmental patri- 
monialism model. It agrees, moreover, with Khan’s thesis about the con¬ 
structive role that utilization of rents can play in incipiently capitalist 
economies. 

Rwanda’s developmental patrimonialism differs from the model pro¬ 
vided by earlier regimes of this type, such as Houphouet-Boigny’s Cote 

88. Interview, male government minister, Kigali, 12 December 2007. 

89. <http://www.rig.co.rw/content/view/40/96/> (26 February 2011); Interview, male RIG 
executive, Kigali, 9 March 2010. 

90. Interview, male RIG executive, Kigali, 9 March 2010. 

91. Rwanda Investment Group SA, ‘2008 annual report’ (RIG, Kigali, June 2009). 

92. <http://www.rig.co.rw/content/view/40/96/> (26 February 2011). 

93. Interview, male RIG executive, Kigali, 9 March 2010. 
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d’Ivoire or Banda’s Malawi. The allegations of the ‘Rwanda Briefing’ not¬ 
withstanding, 94 the distinctive features of the regime do not seem to 
include a blurring of the distinction between the resources of the state 
and the private income or wealth of the ruler or ruling group. Generally, 
the boundaries between government operations and the private-sector 
operations of the RPF and the army are clear and quite formalized. We 
have argued, moreover, that one of the effects of the Tri-Star/CVL ar¬ 
rangement has been to enable the political elite to enforce an unusually 
strong anti-corruption line. For this and other reasons, the country scores 
well on conventional business-climate criteria. 

The implication would seem to be that Rwanda since 2000 has dis¬ 
played some distinctive features compared with other exemplars of devel¬ 
opmental patrimonialism. Nonetheless, the concept of developmental 
patrimonialism centred on long-horizon rent management helps to illu¬ 
minate what is most distinctive and important about politics-business 
interactions in Rwanda. Other resource-poor, landlocked African states 
surely have something to learn from the politically inspired economic ac¬ 
tivism represented by Rwanda’s Tri-Star/CVL, Horizon, and RIG. 


94. Nyamwasa, ‘Briefing’. 
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